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SUBJECT: GAO INVESTIGATION OF US ARMY PROCUREMENT 
PRACTICE IN KOREA 

1 . GAO HAS INFORMALLY NOTIFIED DEPARTMENT THAT IT IS 
PREPARING REPORT AT REQUEST OF SENATOR PROXMIRE ON PRAC- 
TICES OF US ARMY PROCUREMENT AGENCY IN KOREA. SENATOR'S 
REQUEST WAS REPORTEDLY MADE FOLLOWING WRITTEN COMPLAINT 
BY FORMER CIVILIAN EMPLOYEE OF AGENCY ALLEGING GROSS 
COLLUSIVE BIDDING PRACTICES AMONG KOREAN FIRMS WHICH ARE 
MEMBERS OF KOREAN MILITARY CONTRACTORS ASSOCIATION. GAO 
AUDITORS SAID THAT MAGNITUDE OF FUNDS INVOLVED IN ALLEGA- 
TION COULD RUN AS HIGH AS 30 PER CENT OF ARMY ANNUAL LOCAL 
PROCUREMENT BILL OF $45 TO $65 MILLION. 

2. AUDITORS SAID THEY ARE CONCENTRATING INVESTIGATION ON 
DOCUMENTS AVAILABLE AT DEFENSE AND DO NOT PLAN TO VISIT 
ROK. THEY SAID THEY HAVE BEEN WORKING ON REPORT FOR ABOUT 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 STATE 191709 

TWO MONTHS, AND HOPE TO HAVE DRAFT READY FOR PRESENTATION 
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